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Chief of Logistics

Assistant Dixector for Commmnications

Price Increase for B8-6 Radio Seots (Contract PSC-148-UNV)

ADCO's Memorandum %o Chief of Loglatics dated © December 1053

1. The referenced memorsndum cutlined cur position with
respect to a request fyow » for an increase in
price of the RS-6 radio eguipment. By that memorandum, we
approved an incresse of $47,337.63 for changes caused by TAR
Nos. 4, 5, 6, 7, and 13, since these changes were dafinite
increases in the contract's scope. The contractor's request
for an increage, substantiated by TAR Mo. 1k, wes referred to
your office for arbitration since no increase in scope was
involved.

2. It 1s owr understanding that an sgreement in which
you have approved an increase in price of $116,333.70 to come

pensate the contractor for the additional vork ormed under
TAR No. 14, has now been reached witt This increase

together with the increase of $47,337.03, which we have approved

but for which we have not forvarded a requisition, amount to a
total price increase of $163,671.33.

3. To cover the increase in costs which have heen deter

mined by your office and the increase approved by our referenced
memorandum, we are forwarding requisition No. MSB 54-485 recom.

mending thal funds in the total amount etove be mede avallable
from allotment Ho. k-6895-10.

Attachments MSD Sk-LE5

/mlk 18 June 1954
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¥, fiments received under this contract subsegusat to epproval
of the speciiication aznd prototype approval bave act differed
materially fron the originel prototype exeept where covered by
intervening TAR's. If there have been imcreases in the scope
during this poried, the mamdecturer has oaly to tubmit additlional
PAR's covering thege increases ecd they willl te considered by ihis
office. The manufacturor has been eppriced cf this fact on
severnl oceasions apd, to date, bse rot submitted written documentetlon
that eny such inereascs tuek place.

6. It 15 only fair to sey that in cur opinieon The contractor
aid, mod hed to do, the wors cutlined under TAR Fo. 1% iu oxder o
pravide the Agency vwith satisfectory eguipment. Since, in cur
opinien, no incrsase in scops B0 the contymet is epparent in TAR
Te. i, the preblem of determining whether o not any rellef iz
posaible uwnder the torms of the ccemtract iz belng referred to your
office for solution. Ghe Eugincering Divisionm of the Oflice of

| Conmunications will vender eny assisténse possible ln this metter.

Depsty

Prelosures: (1) Copy of | Ietier duied 10 Sept. 1933
(2) Ivolution of #S-5 Contract _
Copy of TAR Ro. il

_ e
ed 9 Naw 1953

0C-E/R&D-EP/
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This set was irmediotely made availshle, slong with a copy ©f the basic
Specification Ho. 50-A-20006-4 and Anendments 1 through 7, to the
Tations) Buresn of Standerds in Weshiagton, B. C., for evaluation, and
the prevorelion of a report aisting in detail whether or not the
equipnent met each and every test item. This report vas racesived by
the Toglrearing Division of the Cffice of Communicatiops in November
1952, Tt stated tuat the prototype met the opecificstion in &1l
but & fev resyects. - -

Tue reraining four RE-S prototypes vere received by the Ageuncy
in May 1952, ard vere imediately sent to our Dagineering Laborstory
for evaluation. %ests performed on these sels showed that they toe,
wat the gpecification with only a very few exceptions. Oo 22 Fay 1952,
a mencoranduvn was sert to Con.racts “rom tie Jnglneerins Diviaion
accepting the prototyres eod raquesting that the manufscturer be go
informed. : ' '

The status of the program in bay 1932 ls sumzarized as follous:

8. bad profuction exterience i the wanuladiure 25X1
of avproximately 500 RG-8Y equirrevts. :

b. A definitive produetion specification, ostensibly
a;reesble to both the memafacturer apd the Arency hed
been formloted. S

¢. The R2-3 prototypes had toen approved by the Agency as
\ . baslcally meetipg the rcluetion specification and
veing suitable Tor produetion,

JUET 1652 - About this time, the Alr Tores hecame interested in the
R8.% apd as-ed that the Aremey procurad 1500 uplits for their use. In
erdar to fulfill tbis requirememt, 100 RS-Ci's currently ip stoek -
vere shipped te the Air iorce looving 1%00 units to e supplied irom
future profuction. ' B

In view of this incressed vegirenment and in order to give the
contractor the opportunity (o re-evaluate the stipalated cost per act,
‘aftor both the Ageney ewd the eontraetor hod ervivef at @ specification
mutumlly sfresable 1o both parties, the contragtor vas asked to subnit
£0 the Agency & new proposal for the produetion of & total of G500
gets in lieu of the SH25 alresdy under contract. Iumstead of s price
inercaze per unit, vhich was more or less expected by the Agency, -
the proposal actially resulted im & price reduvetien from 487,61 to o '
$hh5,Ch per sot FCB Chieago. This proposel was ascepted by the ofvice ’
of Cemmnications and s neworandium 8o siating ves sent to Loglsties
‘from the Assistant Director for Commnications on 12 June 1952.

QOTOMIR 1052 - The Pirst 25 yroduction mpdels were delivered to the
fgency in Ocuober 1952. By Decenber 1932, a tutal of 208 units had
been receivefi. pon imspection by the Apency, 1t was found that

T
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approximately 307 of the total mumber of squiprents weceived were
inopsreble due 3o mafor defects and kad o be rotwued to the
rmenufocturer, at Covernment expense, Yor reworking. In order %o
roduce this extremaly high rejection rote, a conlerence was
arvangad in Calcage. Under the teris of the caeniract, fipal
acoepiance of cheh wnit wes Lo be made by the Waval Inspectur 2t
[ piant. Since the graat majority of the sets exriving

in “ashinzton that hod to bo rejected, cxhibited defects that coudd
Aot e attridubtable to shipping deswge, it was vbvious that Havy
ingroehion ves ©o0 lax. wes alse eomplaining about the 25X1
inefrestivensss of Naval inspection at this time. In order to reduce
3he high rejection rate as rapidly as possible; the Ageney vegmesied
that Q eptoblish an Air-Alest poditicn as the Linal cieck 25X1
vrior Go shipment, and at the sane time, o conference wug held

betvcen revreepntatives of tha Agency, and the kavy 25X1
Insucetor's DfTfice in Chiesye. This coaference resulied in the ~
establiskment of a much move effective Favel inspectlan. Asia

result of these two remedial actions, the rejection rsie of equip-

pents delivered Lo the Agency aropped Irom appraximately 307 Lo less

shap 10%. Towever, the rate ol refection prior to or duriug Baval

fmspoceion at the wmanfacturer's plant coptimzd %o be Eigh. In

other words, the sets witk majfor detecis wore baing cought by the

ranufncturey prioy to shipment anl weve being returaed %o ihe

appropriste place in the produetion iine Top vevarking.
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